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treat all new entrants equally, as is made clear by 5 224 (g) 1, which

requires a utility to impute to itself a pole attachment rate equal to what

it would charge a nonaffiliated entity.

SWBT shall modify its outside plant facilitie~ to the extent that

the LSP aqreea to pay for the modification at a cost, suc.h as but not

limited to cable consolidations, as lonq as such modifications are

consistent with capacity, aafety, reliability and engineerinq CQnsidera-

tions which SWBT would apply to itself if tha work were performed for its

own benefit. SWBT shall permit the LSP reasonable access, subject to a

non-disclosure agreement and during normal bU$iness hours, to its pole and

conduit maps and records and also to its cable plat,maps, by appointment,

on two business days notice. Such access s~all include the right to make

copies, at the LSP's expense,' exceQt for the cable plat maps, which shall

be made available for inspection only.

In all instances, such access shall include the ability to take

notes and make drawings with references to those map5 and records.' Make-

ready work will be performed by SWBT in an interval consistent with the

intervals SWBT performs for itself. If SWBT's interval for beqinninq or

completing rnake-reaay work does not meet the LSP's needs, the LSP, as a

Qua 1 if ied con trac tor, may perfornt make -:ready work itself or u til ize

subcontractora(s) selected by the LSP from a list of mutually aqreeable

"bidders" developed by SWBT and the LSP. Addi tional vendors may be

approved by SWB~ and the LSP to perform such work in the event the work

"load exceeds the capacity of the approved list of vendors to perform the

make-ready work in a timely ma~~er.

1IlJ re Zmplementat:ion ot Local Competi tiOD ProvisiolJs in the
2'elecommunications Act of 1996, CC Docket 96-98, (Fed. Comm. Comm'n,
Auq. 8, 1996) (First Report and Order) .
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In addition, SWET should provide LSPS inner-duct installation'in

a timely manner to accommodate the LSP'~ space needs in accordance with the

time same intez;vals S\'lBT provides to itself. All SWBT unassiqned inner

ducts shall be made available on a nondiscriminatory basis. AUnassigned

inner ducts- shall include all inner ducts, sub-ducts or partitioned ducts

that are not occupied or assigned (i.e., scheduled to be used within twelve

months).

(2) Degree of access;

AT&T and Mcr seek unfettered access to SWBT'S pathway facilities.

SWB'l' asserts that AT&T and l-l:CI' a proposal for unfettered access is

administratively unworkable.

SWB'r shall provide non-disc::("iminatory access to poles, ducts,

conduit systems, without regard to whether the sit~ is located on public

or private property. SWET also shall provide non-dis~iminatory access to

rights-of-way containinq CEVs, huts, cabinets and similar st~ctures.

~he LSP's ability to construct, maintain and monitor its

facilities at these sites shall be no more restrictive than SWBT places on

itself. Such access to these sites shall be provided by SWBT in an

expeditious manner. (1) The LSP shall first attempt to obtain right-of-way

directly from the property owner. (~) ~~ere SlffiT has the authority to

permit access to a third party right-of-way, SWBT will not reBtrict the

LSP'S use of the right-af-way. (3) Where the LSP is not able to gain

access to the right-of-way under (1) or (2) above, SWBT agrees to act as

th~ LSP's agent at the LSP's expense in any condemnation proceedings to the

extent such a proceedinq is required I In addi tion, SWBT shall make

·available to the LSP for immediate occupancy any duct, conduit, or pole

space that is not currently assi9ned to an LSP or other entity,
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Availa~ility shall be based on space assignment/occupancy records to be

maintained by SWBT but which wi)l be made available for viewing by the LSP

upon requeBt wichin two business days notification,

(3) LSP compensation to SWBT fo~ observation of LSi work:

Mel and 'AT&T contend that a new entrant should not have to pay the

costs of havin9 a SWBT emtlloyee present to observe work operations at

poles, conduits, etc. Mel and AT&T do not oppose the presence of a SWBT

employee, however th~y do oppose payin9 that employee to be present for

AT&T and Mer'S work.

The Commission finds that when SWBT considers it necessary to be

present during LS~ access to manholes and CEVs tne:followinq shall apply:

SWBT may, at its option, send its employees to review LSP installation,

maintenance, and similar routine work. The LS~ shall provide SWBT 48 hour

prior notice of such work.
·It·.....

The LSP and SWBT shall share the cost of a
;'~, .

sinqle SWBT employee present during such work on an equal basia

(50 percent/50 percent). LS~S shall not compensaCe Sw~T for any additional

SWBT employees present.

17. Allocation of Modification Costs

How should the costs of modific.ations or rearranqementB be

~llocat:ed?

Mel and AT&T request that the Commission's order incorporate the

partiu' stipulated agreement, both with respect to current

inactive/retired cable and prospectively for removal of such cable in the

'future,·

issue.

The Commission finds that the parties have partially resolved this

LSPs should be allowed to pay SWBT for make- ready work at

SO percent job completion, and the remainder at 100 percent completion.

:;17
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Therefore, allowing LSPs to pay SWBT in coordination with the same schedule

SWBT pays its contractors is reasonable.

In matters concerning retired/inactive cable removal, the parties

have reachea an agreement. . However, Mel and AT&T request that the

Commission's orde~ ~ncorporate the parties' stipulated agreement, both with

respect to current inactive/retired cable and prospectively for removal of

such cable in the future. This is appropriate. Therefore, removal of

retired or inactive cables should be as foJ.lows, both with respect to

current inactive/retired cable and prospectively for removal of such cable

in the futura.

SWBT agrees to ra~ove cables at its expenS~cthat are retired or

inactive (dead) to free-up requested duct and pole space, provided such

removal is reasonably feasible (i.e., cables pulled easily without

incident). If a section of a cable is wfrozen" in a dh~t and would require

excavation to remove, the LSP, at its option, may excavate the obstruction

or r~quest that SWBT excavate the obstruction. The excavation would be at

the LSP's expanse; ramoval of the remainder of the cable would be at S~~T'B

expense.

18. Pole and Conduit Rates

What are the pole and condui~ rates? The parties have re~olved

the dispute, and proposed rates of $2.3S/pole!year and $0.40 per duct

foot/year for conduit shall be adopted. However, Mel and AT&T believe it

is unfair that they should pay SmT's proposed ancillary fees· for

administration, billing events, etc. when SWB~ imposes no such fees on

itself. SWBT'S proposed interim master licensin; aqreement does contain

several administrative charqes and tees.
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SWBT contends that it is offering the aforesaid rates, which are

the current rates in effect for cable television systems (CATV), until the

FCC completes its review of charqes for pole attachmen~s. SWBT contends

that to avoid claim~ Of discriminatory trea~.ent, until the FCC's ra~e8
I

become effective, SWBT is willin~ to charge LSPs the rates which are in

effect for CATV systems.

The Commission finds that the parties have partially resolved this

iS5uei the only issue requiring arbitraeion is SWBT'S proposed

a~~inist~ative fees. With regard to SWBT's recovery of costs associated

with administrative fees, SWBT shall be allowed to charge administrativ~

fees and shall determine rates for access to po~~s, conduits, ducts and

riqhts·of-way identical to those applied to CATV providers. when the FCC

comple~es its determination of access to poles and conduits those rates

should apply.

19. Directory Assistance and Operator Services Routing
·'~l .

Should S\\TBT pJ:"ovide custorr,ized routing of directory assistance

(DA). and operator services (OS) calla from SWBT end offices to an LSP's

alternate operator aervices platform?

AT&T and Mcr restate SWBT's offer to perform customized ro~tinq

and add that cUBtomized routing is -essential, enablinq the coml;d.nation of

AT&T and MeI'a proprietary OS and DA seryices with resold or unbundled SWBT

services.

The Commission finds this issue has heen resolved.

20. Operator services and Directory Assistance Branding

Should SWBT be required to brand all directory assistance (DA) and

operator services (OS) calls in the name of an liSP where the call

originator is an LSP customer?
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SWBT is willing to brand where technically feasible.
,

SWET hae

reached. an agreement in principle with AT&T to attempt to have software,

which will per.mit re-branding without customized routing and a separate

trunk group, installed by June of 1997, MCI and AT&T desire unbranding by

line operators. of as and DA services in the interim period of software

installation.

SWBT will unbrand LSP, as and DA calls handled by live ope~ators

in the interim period of software implementation.

21. Busy Line Verification and Emergenc)'lnterrupt Services (BLV and EI)

Shall an LSP be given direct access to provide BLV/EI services?

SWBT will offer BLV and EI throuqh their operato~$~ AT&T appears content
~.

with SWBT's offer. It is not clear whether MeI has agreed to SWET'6 offer.

ope believes BLV and EI should be made availab~e.

SWBT states an agreement in principle ~~ been reached with AT&T
,' .. ~ ,.... '.'

under which a SWBT operatox:', upon receipt of a reques't,· from an AT&T

operator concerning ELVIE!, will perform this function for SWBT subscriber

lines. SWBT contends Mer should also adopt the agreement.

The Commission finds that LSP access to BLV and EI services should

be provided as proposed by SWET. MeT should abide by the agreement in

principle which AT&T and SWET have-reached. Interim Rates for BLV/EI shall

be the inter-company compensation rates. SWBT shall submit TELRIC studies

on these rates within 45 days ot the effective date of this order.

22. Operational Support Systems

What types of electronic access to Operational Support Syst&ms

(OSS) for pre-ordering, ordering, provisioninq, maintenance and repai~, and

billinq should be required:
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An a9reement in prL~ciple has been reached with regard to OSSs

between SWBT and AT&T: however, the timing for the complete implementation

of electronic interfaces remains an unresolved issue.

The Commission finds that AT&T has reached an agreement in

principle with SWBT for this issue; Mel shall adopt the AT&T/SWET agreement

in principle. SWBT must provide real-time interfaces that allow LSPs to

perform preordering, orderinq, proviaioninqt maintenance and repair t and

bill in9 for resale services and unbundled network elements. These

interfaces IDust be provided on a nondiscriminatory basis, and must be

capable of performing the relevant functions in the same time intervals

that $WET perfo~.s simil~~ fur.ctions for itself. T4e disputes which remain
~,;

unsettled are EDI for Qrdering and provisloninqi and operational interfaces

and procedural practices ragardinq: (l) l~~S and (2) notice of new service

or changes to eX1sting service.

Where EI/EDI standards are not yet formulated SWBT shall u~date

its OSSa to include the new st~~dards. With regard to the UNE iS8ue t SWBT

shall implement electronic interfaces by March 1997 for those UNEs which

SWBT has proposed. For the additional UNEs o~dered by this Commission,

SWBT shall provide the electronic interfaces necessary for the preorderinq,

orderinq, provisioning, maintenance and repair and billing by June 1. 1997.

swaT should file monthly progress reports with tbe Commission that update

the proqress of implementation. SWBT shall make available ~ia electronic

interface notice at new services or chanqee to exi$tinq services in

accordance with the time period for notification as set out in Issue 40

harein. Finally, SWBT shall implement a CABS-like2 billinq system as soon

~CABS is the acronym for Carrier Access Billinq System.
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as possible after the OrdeI: Billing FprID (OEF) issues its final CABS

release.

23. How should network elements be priced?

The Commission finds SWBT cost studies failed to provide adequate

p~ice9 for the unbundled elements in an efficient, forward-lookinq network.

ln general, these studies utiliied unrealistically short economic asset

lives, low fill factors, incorrect capital costs and inflation factors, and

questionable calculations for the costs of poles and conduits. Where

possible, these studies were modified to reflect the costs of an efficient,

forward-looking network. The prices generated by the modified studies are

interim. A~ a later date the Commission will adopt ~ccoSt methodology to

sec permanent prices. The modified studies provide prices for the Local

Loops for Sdb, Sdb, ISDN-ERI, and DS-1, cross-co~~ectsl and switch port for

Analog and ISDN-BRI. Modifications to SWBT'S cost ~dies are described
.,.,\

in items (1) and (2). Switch parts and local switching reqUired other

modifications as described in ite~ (3).

(1) Modifications to SWB~'& a8eurriuq Co.ts~

(a) Investment in Poles and Conduits: SWBT's local loop cost

studies were modified so that the investment in poles was not a function

Of the fill factors. The investment in poles was reduced by about

four percent to aecount for other users such as CATV proviaers,

(b) Depreciation Rates: The SWBT 1994 Company ProposeQ Rates

were used instea~ of the rates sub~itted by SWBT. The rate5 suomitted by

SWBT used unrealistically short asset lives and low to negative salvage

values. Durinq the arbitration hearinq, AT&T ana MCI introduced swaT's

1995 10K report to the Securities Exchange Commission. In this report,

SWBT stated what the economic lives of assets would be in a competitive

32
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environment. These were different from the rates SWBT included in its cost

studies. ~herefore, SWOT's submitted rates were rejected. It is important

to note that the depreciation rates found in the Company Proposed Rates

allow for faster asset depreciation than the Commission had previously

ordered.

(0) Cost of Capital: This was changed to 10.03 percent. The

rationale' for this change was discussed in Issue 3.

(d) Income Tax: Income tax is a t~x on profits and should not

be considered an operating expense. Therefore, ~t was eliminated as a cost

Of the unbundled elements. SWBT stated that the elimination of income tax

has the effect of reducing SWBT's statewid~~ averaqe 8dB loop by
,""" ..

approximately $2.00 per month (In re MFS Arbitration Petition with SWB~,

Case No. TO- 97 - 23, SWET's Motion for Clarification, t-todification and

RehearinCJ of Arbitration Order, Moore 1I.ffida"it,~-:a~a. 3 (B)). Eased upon
. .1

the income tax rate of 38.39 percent: that SWBT reported', this would

indicate that ehe statewide averaqe cost of the SdB loop contained $5.21

in profits. Based upon SWBT's proposed statewide average rate of $21.73,

this would indicate a profit marqin of almost 24 percent. This contradicts

SwaT's assertion that TELRIC studies plus a proportionate share of common

costs would allow SWBT to recover TELRIC plus a reasonable profit (Moore,

Direct Testimony, p. 20), and leads the Commission tD conclude that income

taxes should not be considered.

Moreover, it is not possible for this Co~~i6eion to seta price

,based upon taxes that SWET will actually pay at some future date. Althouqh

the stacutory tax rates for corporations ~re known, the aetual taxes tbat

SWBT will pay pursuant to its effective tax rates are unknown.
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ee) Fill Factors: The fill factor for distribution plant was

chanqed to 50 percent while the fill factor for feeder plant was unchanged.

The fill factor for distribution was a compromise on both parties'

positions and is a reasonable expectation for fill factors on a forward-

lookinq basis in a competitive envi~onment. The till factors for feeder

were unchan9'ed because the factors proposed by both parties are very

similar and those protlosed by AT&T failed to consider different cable

types.

(f) Adjustment to Inflation FactorSr The inflation factors

were adjusted to reflect a two-year horizon.

(q) Paad Debt Expense: In a wholesale~nvironment, bad debt
.'1)','

will be reduced or eliminated as the reseller will be responsible for

payinq SWBT. This reduction in bad debt should be recognized as a

reduction in the coat of provisioning the local lo~

(2) Modification to SWBT'g Nonrecurring Costs:
,:\I,

, .'

(a) Service Order Charqel The service order charge was

eliminated as it was based upon a manual process tha~ required at least

30 minutes to order an unbundled element. As electronic ordering' is

expected to be irnpl~~ented in early 1997, this charge was eliminated.

(b) Install&tion and Oi.co~ectionChar;es: The nonrecurring

charges were divided int.o two separate charges for installation and

c:1isconnection.

(0) Error aesolution: ~rror reSolution charges that appeared

lQO percent of the time were eliminated. It is not realietic to assume

that problems will arise 100 percent of the time.
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(3) p~ioes for Switch ports ~nd Local Switching:

The prices for the ports and the per-minute of ~se (MOO) rates for

analog and DS·l switching are set to arrive at an effective switch cost of

$0.004 per MOU when the two rate elements are combined. The $0.004 MOO

charges is the maximum FCC rec~rnended default value.

24. How should the unbundled network elements be deaveraged?

SWBT proposed the local loops be deaveraged "r)y exchange into

three cateqories based upon their current rate groups. The table below

summarizes the proposed zones.

Proposed Geoqraphic Rate Zones

Current
Geographio ZQnt

1
2
3

Rate Group

C and D
B
A

~otal Aocess Lines in
PrimarY" Service Area.

greater than 60,000
5,000 - 59,999

o . 4,999
,!,:~':!"<

SWET contends that these classification$ appropriately reflect the factors
.,.'.1,

influencing loop costs like wire cent~r density, size and loop length.

AT&T and MCI propose to deaverage rates into six rate groups by wire center

based on census black groups, as was done in the Hatfield Model.

The Commission finds it should deaverage into three rate groups

by exchange based upon S~mT's deaveraging proposal. S'iBT's proposed ~ethod

for deaveraginq by existinq exchanges is administratively easier to manage

than deaveraginq by wire center. Neither party provided sufficient

evidence that the. zones they propose reflect the actual cost of providi~g

service in that exchange. SWBT'S rate qroups are based upon existing

exchanges while AT&T and Mel's rate groups are based upon characte:istics

of the census "r)lock groups within a wire center. Nei ther of these

deaveraging proposals are based directly upon physical characteristics,

such as loop la~qth and density, which reflect the actual cost of providing
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Bei~ice. Si~ce there is no compelling evidence for either position, it is

appropriate to adopt SWBT'S since it is administratively easier to manage.

The Commission reay adopt a different method for oetermining rate zones when

it considers pe~anent prices.

25. How sbouI~ compensation for interconnection facilities be set?

The parties acknowledge that each carrier should be responsible

for delivering its traffic to the other carrier and should furnish

interconneccion facilities as necessary. If one carrier re~~ests the other

to provide all or a disproportionate share of the interconnection facility,

then the carrier providing the disproportionate amount of the facility

should be compensated.

The Commission finds that this issue appears to be resolved as

SWBT, AT&T and Mer have identical positions.

26. Tariffing of Physical Collocation Arrangements,·~

Should SWBT be required to
"\

tariff physical collocation

arrar.qements'? Fh:}'sical COllocation has existed for years a~d it is

possible for SWBT to develop pricing guidelines and standard terms and

conditions BO that each new office where physical collocation is requested

will no~ result in a cumbersome or lengthy process. Such terms, conditicns

and guidelines can be set forth by tariff or incorporated in the

Interconnection Agreement. Specific prices per location should be set by

rCB pricing completed within 45 days.

The Commission finds that the t~rms and conditions as well as

pri~inq guidelines shall be submitted to the Commission in a tariff or in

an interconnection aqreement and SWBT should have a reasonable time in

Which to respond with prices for individual exchanges.
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21, What charges sbould apply for transport and termination of AT&T's and
Mel's traffic?

SWB~ proposes to use the results of their late filed TELRIC cost

studies for common and dedicated transport. AT&T and Mel propo~e to ~5e

a bill-and-keep mechanism for traffic exchanqe between the companies for

at least the first nine months after the initiation of the passaqe of

commercial traffic between the companies. After the nine-month period,

bill and keep should remain in place unless and until a significant and

continuin9 disparity in the levels of traffic terminating on the respective

networks can be demonstrated.

The bill-and-keep mechanism assumes balanced traffic between the

parties. Insufficient evidence was presented to deterro~ne if this is an

accurate assumption. Therefore. a compensation arranga~ent should be used.

Traffic should be measured by aucitable Percent L~cal usage (PLU) Reports.
, .~

Secause none Of t.he parties presented convincing'\~vidence that

their proposed rates were superior, the rates for trar.sport and termination

should be set at the correspondin9 inte~state rate that SiiBT has on file

with the FCC on an interim basis. These rates were restructured by the FCC

to be aligned with economic costa and have been under price cap regulation

at t.he federal level.

Compensation for transport and termination should he based upon

~he facilities actually used by the carrier. If SWBT, by virtue of beinq

the incumbent, only requires the use of end-office switcr.i~q in terrninatinq

a call to a CLEC then SWBT should only pay for the use of the end-office

switCh.

For purposes of billing, traffic should be measured by auditable

PLU reports unless it becomes apparent that the audit process is
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,

insufficient to quaran~ee accurate billinq. S~~T recommended another type

of reporting system because of its past dealings with IXCs. SWBT stated

that nanly after audits were conducted did carriers begin to report on a

more accurate basis. N This indicates that presently these reports are

accurate.

accurate.

Since, they will be auditable, they :should continue to be

Because of the costs of alternative billinq systems. it is

reasonable to use the p~u reports until it becomes evident that the reports

and the audit process are, ir. fact, in::lUfficient to guarantee accurate

billing. If problems arise from the PLU reports and t.he parties cannot

agree on another billing mechanism, the par'ties sho"l1d report back to the

Commission, which will establish an alternate billing arrangement.

The Commission finds that the parties should not use bill-and-keep

but instead use a reciprocal compensation arrang~~ent. The rates for

transQort and t.ermination should be set at tb,e corresponding "interstate

rate that SWBT has on file with the ~CC, Compensation for transport and

termination should be based upon which facilities are actually u5ed by the

carrier. For purposes of billing, traffic should be measured by auditable

FLU reports unless it is apparent that the audit process becomes

insufficient to quarante~ accurate bil11ng. If problems arise fram the PLU

reports and the parties cannot agree on another billing mechanism, the

parties should report back to the Commission which will establish an

alternate billing arrangement.

" 28. When should local transport and termination charges apply?

, The parties agree that local transport and termination charqes

~pply to calls originating and terminating within an exchanqe and within

a mandatory EAS are.. The parties dil&qree about the treatment of calla
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ori.qlnating and terminating wi thin optional EAS areas and EAS areas

involvinq independent LECs.

For optional BAS areas wholly within SWBT territory, SWET suggests

these calls could be treated as IntraLATA toll calls and have S~~T'S access

rates applied to them. However, SWBT's access rates are not cost based.

Usinq theses rates would hinder competition in EAS areas.

For the twelve S~~T exchanges that have mandatory ~AS routes with

independent LECs, AT&T and lvICI must obtain compensation agreements with the

independent LEes. The independent LEes were not a party to this case and

should not be aff~cted by the results of this arbitration. Until such

compensation agreements can be developed, the co~y's intrastate switched

access rates should be used on an interim basis. The intrastate switched

access rates are currently used when toll traffic is exchanged between the

cornpaJ1ies and would be appropriate co use on an4;h:terirn basis. This will

avoid forcing ~~e results of this arbitration on companiei not a party to

the case. Sin~~ neither the CLECs nor the independent ~EC5 will be payinq

cost-based access rates, they ehould have an incentive to neqotiate more

reasonable EAS termination and transport rates. If the parties fail to

reach an agreement, then the CLECs may choose not to offer EAS callinq

plans.

The Commission finds that local transport and termination rates

should apply for calls which originate and terminate within an exchange

area as well as calls that originate and terminate within a mandatory EAS

area. Calls that originate and terminate within optional EAS areas wholly

wi thin SWBT territory should he compensated cost -based. BAS rates as

described below. There is no evidence that the cost of terrninatinq a call

within an EAS area is different than the costs of terminatinq a call within
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a local. area. Therefore, the EAS termination rate should be the same as

the local termination rate decided in this arbi tration case. The EAS

transpo~t rate should be different frcml the local transport rate since EAS

calls will typically travel a longer distance and may be handled

differently than 'local calls. Ontil a cost-based EAS transport rate can

be developed, t.he Interoffice Common Transport rates decided in this

arbitration should .be used. For the twelve SWBT exchanges that havo

mandatory EAS routes with independent LEes, AT&T and Mel must obtain

compensation agreements with the indep~~dent LEes. until such compensation

aqreements can be completed, the companies switched access rates co~ld be

used on an interir.l basis. Compensation agreements be-tween AT&:T and Mer and

the independent LEeS are not required in a ~esale environment.

29. Metropolitan Calling Area. (MeA) Compensation

How should compensation between SWBT, Mer attt:r:AT&T be handled with

regard to calls within an MeA?

S"WET contends that if AT&T and Mcr do not pay access charges, SM3'!'

will suffer financial 108ses and "be unable to effectively compete through

its MCA offerings. II The current hill and keep arrang-ernent would allow AT&T

and Mcr to offer MeA service to ita customers without charging them the

MeA additive,

AT&T and Mer believe forcinq them to pay usage sensitive char ges

for a flat rated cU5torna~ service is inappropriate and they should pay no

more than SWET. AT&T and Mer ask the commission to require SWBT to

disclos"e its a9I'eements. They propose that reciprocal transport and

termination rates be established baeed on TELRIC studies, ~ccess rates

.' should not apply within established "local calling scopes. II
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The Corrmission finds that since the other LEea are not a party to

this arbitration, traffic to and from them should be handled by existing

switched a~cess races. CLECs ha~e an incentive to develop individual

interconnection aqreements with the otherLECs in the MeA callinq scopes.
)

Charges between SWBT and the competitive companies should be local

termination and local transport, not switched access.

30. Switched Access Rates

Should SWBT switChed access rates be chan;ed in this proceedings?

There is no reason why switched access charges must be addressed in the

arbitration. The FCC is committed to access reform in the first half of

1997. Therefore, the Commission finds that BWi~ched access rates should

not be addressed in this arbitration.

31. What compensation arrangement should be adopted for intermediate
transport?

. Intermediate transport involves LSPS and indepenQept LEeS not a

party to this case. For this reason, it is appropriate that AT&T and Mcr

must obtain compensation agreemen~s with the othe~ LSFS or independent

LECS. Ontil such compensation arrangemants can be worked out with the

independent LECS, the appropriate intrastate switched access ra~es should

be used. The switched access rates ~re alread¥ used when toll traffic is

passed between carriers and represents an existing business arrangement

be~ween the companies. Since LSPS and independent LEes would both be

payinq non"cost based access rates, they all have an inc~~tive to negotiate

interconnection rates.

SW5T notes that inte~~diate transport is defined as the carriage

of calls originating on one LSP'5 network which transit throuqh SWBT's

network for termination to another LSP or independent LEe. SWBT proposes

to charqe a rate of $.002795 per minute of use. This rate is based upon
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S~iBT's tandem switching cost. SWET also proposes that AT&T and Mer must

obtain compensation aqreementa with the other LSPs or independent LEes

before SWBT will carry such traffic.

AT&T and Mel maintain that intermediate transport should be

provided at rates based upon the Hatfield Model. Further, it should not

matter to S~~T what agreement, if any, two LSPs have with each other. The

LSP will have their respective'aqreements with SWBT ~hich cover the pricing

and operational aspects of providing intermediate transport. LSPS should

also be able to interconnect with each other in a collocated facility and

not have to go through SWBT to effect the connection.

The Co~ission finds that AT&T and MCI should have compensation

agreements wich the other LSPs or independent LEes before SWBT should be

allowed to carry such traffic. Until such compensation arranqe.rr.ents can

be made with the ihdependent LECs, the switched access rates should he

used.
:i:~';'!~'

The rate that Sv.."'ET charq~s for interme:dia.t~ transport. should be

based upon the rates for the unbundled elements that provide the

intermediate tran5port. AT&T and Mer 5hould be able to directly

intercOl~~ect with ~~y LSP or independent LEe through a direct interconnec-

tiOD arrangement and not have to go through SWBT to do 80.

The rates for intermediate transport must be based upon cost of

the unbundled elements that perform ~he function. If the only unbundled

element required for intermediate transport is SWBT's tandem switch, then

ehe rate should he the same as rate for tandem Bwitchin9. TO the extent

that intermediate transport involves other network elements, those rates

should be included in the intermediate transport rate. This is aqreeable

to all parties.

42
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32. IntraLATA dialing Parity

Should the Co~.ission address IntraLATA dialing parity in this

proceeding? IntraLATA dialing parity requirements and cost recovery

mechanisms have been established in a recent FCC order and will also be

addressed in Tq-96-135 as well as other current and future state dockets.

NO action is required in this arbitration.

33. SWBT Branding When Providing Maintenance and Installation for LSPs

ShOUld SWBT be required to brand for AT&T and Mer on maintenance,

installation and customer interaction functions other than operator

services?

With regard to the iss~e of Bhang ta~~··or uleave behinds,n if

SWBT leaves a card with only the SWET name and logo on it, it may appear

SWBT is still the service provider, thus possi~ly creating confusion.

The Commission finds that SWBT erop~oyees should identify

themselves as SWET employees who are performing service bn behalf of the

customer's provider on maintenance, installation and customer interaction

functions. SWET shall leave behind uh;;t.nq tags" or cards which inform

customers that SWET was on their premises on behalf of the custome~'S

provider. An example of a generic statement which should be included on

the card is a5 follcws: USWBT has provided repair service on behalf of (the

name of the LSP); if you have any questions please contact (telephone

number of the LSP)." Blanks should be filled in with LSP name and

telephone number for service if it has been provided to SWBT,

34. Should the Commission adopt a charge on local service providers which
purchase unbundled loc:al switching in a manner similar to that adopted by the
FCC?

Section 720 of the FCC Interconnection Order allowed temporary

~eoovery of the CCL by SWBT. This section of the Order has been stayed but

43



DEC-12-96 THU 18:05 MO-AG FAX NO, 5736363288 ... p; 44

AT~T and MCI have aqreed that it is appropriate for SWBT to continue to

recover the CCL until the Court determines otherwise. Because this

p~ovision of the order has heen stayed, the Commission will not rule on the

issue.

35. Services'Offered for Resale

What services should SWBT be required to offer for resale? The

parties all believe that all services offered to non-telecommunications

cuetoners must be offered tor resale. The parties have reached agreement

on this issue: only the appropriate discount rate remains at issue. This

issue has been resolved.

36. Pricing Resale Services

What discount should be available for resale services? All

parties herein agree that Educational and Lifeline/Link-up will be

wholesale priced at zero discoun~.

The ranqe of 13.2 percent to 38 percent resulting (tom the same

study by different parties exposes the intricacies of costing for resale.

Decisions have to be made on 58 different cost categories, whether to

exclude, include or partially include them, as well as three variations in

methods of calculation. Hence the vast range of results. The details of

calculation method are in the stayed portion of the Interconnection Order.

The FCC, usinq publicl~t available accounting- data. provides a

presumpt.ive startir.q place; the cost categories that are pres\).roed avoided

and those which a~e not. A Missouri~apecific calculation strictly usinq

the FCC presumed startinq point results in a 20.14 percent ai8count. TwO

rr.inor adjustments naVE! been rea-de: (1) excludiP.g' lIneqative" costs from beinq

~llocated as avoidable, and (2) including bad debt as an avoided cost. The
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first changes the discount to 20.56 percent and the second moves that up

to 21.61 percent. The calculation method used is the FCC method.

The Commission finds that resale rates can be established using

the FCC presumptive calc~lation methodology with two modifications. SWBT

reports a negat~ve cost for the category of general purpose computers.

Removing this oddity being a~located to avoidable cost from the accounts,

the presumptive FCC methodology results ina 20.56 percent discount. The

second adj~stment was to consider bad debt 100 percent excluded. This

resulted in a final figure of 21.61 percent.

37. Local Service Customer Change Charge

What charge should SWBT charge AT&T a~d' MCl for subscribers

changing local carriers? The $25 fee proposed by SWBT is based on a cost

study of mechanical process, not the electronic one being implemented in

the near future, a~d likely befo~e competitive ~~rations begin. If a

TELRIC study was done on the electronic ordering. it shoui'd result in a

much lower cost. A lower charge might be an incentive to SWBT to meet its

electronic interface commitment. AT&T and MCI contend the SWBT cost study

was Characterized by its own witness as "preliminary" and unreviewed and

propose a~ an alternate, the existinq $5 interLATA PIC charge be used in

the interim.

The CO~~i8sion finds this charge shOUld mirror the Interexchanqe

Carrier Primary Interexchange Carrier Charge.

38. lfse Limitations on Resold Tariffed Services

What use limitat.ions and conditions should apply to SWBT's

tariffed services which are resold by AT&T and Me!? SWBT'S proposal

"presumes all exiatinq t.ariffed use restrictions apply and Inust be

maintained until otherwise removed. AT&T's and MeIls position presumes
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they are invalid, and SWBT must convince the Commission they should be

imposed. All parties a9ree that croBs-class-sale (residential to buainess)

restrictions as ~ell as Lifeline and other means tested services

restrictions should remain. All parties believe that special consideration

be accorded educa.tional offerings, and that BEVS and DLS resale

restrictions likewise be observed.

The Commission finds it appropriate to maintain the restrictions

on a99re9ation of toll service for resale. presume all other restrictions

not a~~ly until parties 1dentify and ask explicitly for imposition.

39. Abrogation of Existing Agreements

Should SWBT be required to permit ita custcmers currently under

contract to abrogate their contracts in order to accept proposals from AT&T

and Mel? Both SWBT and the OPC suggest the Commission does not have the

authority to void existing con~racts. AT&T and MCl ~tieve the Commission
.,'0;

'..'

Should allow existing CU5 t".omer.s of SWBT to ber:.efi t from co~r;etition;

a condition that did noe exist when the contracts were signed.

The Commission finds that a Qec~sion on this issue is not required

to dispose of the a~bitration.

40. Notice Before Changing/Instituting 8 Service

Should SWBT be required to provide AT&T and MCI with a 4S-day

notice before changing the price of an existing service or a 90'oay notice

before implemen~inq a new service?

Beca.use resale customers need adequa.te notification of price

chapqes, SWBT should p~ovide notice. There is no rationale fo~ excluding

promocions from ~esale, but perhaps they need not be discounted beyond the

promotion. Promotions lasting 90 days or more 8ho~ld be discounted by the
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~ established amounc or the promotion amount, a~ the discretion of the

reseller purchasing the service.

The Commission finds that a 30-day notice before tariff filing

affecting prices of existing services should be 'liven by SwaT to the
/

competitive company reselling its services. Companies not reselling, but

only providing service through unbundled elements need no prior nQtic~

other than the tariff filing.

41. Performance Standards

What perfQL~anCe standards should be required?

The Co~mission finds that SWET shall maintain services such that

the competitive company can meet state service ~tandardg. Further. SWET
',!,:",

shall provide the CLECS with at least the same level of serJice it provides

itself .

42. Other Terms of Interconnection

Wha.t should be the other terms of interconnectlon? Sl'.'ET has

advocated that the parties should take policy decisions of Commission and

negotiate interc~_~action agreements. AT&T requests the Commission adopt

the AT&T agreement, subject to reconciliation with Co~~iEsicn decisio~s.

Mer advocates its agre~~ent, subject to reconciliation with Commission

decisions.

Any negotiated outcome inevitably reate on the good will and

co~mitment of the negotiating parties. The record reflects that Mel and

SWBT were not able to agree to a. pre-neqotiation non-disclo$\lre aqree!T\ent.

The failure of the parties to negotiate in good faith has brought the

arbitration of virtually every detail to tha Commission's doorstep. The

Commission has deo.i.cated the necessary staff resources to hearinq and

resolvinq these issues ~Ld hsreby encourages the parties to complete the
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process by negotiating their final a9reements in compliance with this

Arbitration Order. The Commission finds no other terms are necessary to

complete this arbicration.

III. Con~JusiQnsofLaw

The Missouri Public Se4vice Commission has arrived at the

following conclusions of law.

SWET, AT&T and MeI are telecommunications companies as defined

under Section 386.020. R.S. MO. (1994), and as such are subject to the

Commission jurisdiction as set out in Ch~pters 396 and 394 of the Missouri

Stat.utee.

The Commission has jUl"isdiction in this .. case pursuant to the
.1/','

terms, conditions and re~~irements set out in the Telecorr~unication6 Act

of 1996. to be codified at 47 U.S.C.

IT IS THEREFORE ORDERED~

1...... ~\ .
That the issues set out by the parties w~th:l.n the Issues

MemOrandum ~~d at the Arbitration shall be settled consistent with this

order. Southwestern Eell Telephone Company AT&T Communications of the

Southwest. Inc. and MeI Teleco~~nicationB Corporation shall negotiate a

final agreement for submission to Missouri Public Service Comtnission

consistent with this order.

2. That all late-filed exhibits are admitted as directed on the

record during the arbitration and all Objections and rnotion5 not previously

rUled u~On are hereby overruled and denied.

3. That the parties shall use the attached list of interim rates,

Attac~ment A, paqes 1-4, pending the development of permanent rates for

these elements.
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4. That the parties shall comply wit.h the Commission's find.inq

on each and every issue.

5, That this Report ~~d Order shall become effective on the date

hereof.

BY THE COMMISSION

~...J~~;O-

CedI I. Wright
Executive Secretary

(SEAL)

Zobrist, Chm.~ McClure, Kincheloe
and Drainer. ce., concur.
Crum~ton, C., concurs, with
concurrinq opinion to follow.

Dated at Jefferson City, Missouri,
on t.his 11th day of December, 1996.

,,!;-
., ,.,
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